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As discusssed in the text, Bermuda's GNP was last calculated 
for 1971 and 1972. GNP for these years is listed in columns 
A and B, respectively, and the measured growth of nominal 
GNP between these years is listed in column D. 


As the latest official statistics of the colony's labor force were 
collected during the population census of 1970 and the economic 
census of 1971, the estimates given for 1972, 1973 and 1974 are 
based on records of persons employed full time who contributed 
to Bermuda's compulsory social security scheme during August 
of these years. These figures are considered a close approx- 
imation of the island's full time labor force. Much of the 
measured decrease in the labor force since 1972 has consisted 
of foreign workers. More than 9,000 of these "expatriates'' were 
employed here in 1972 but their number declined to 7, 450 in 1973 
and an estimated 6,600 in 1974. Construction workers idled by 
the construction slump which dates from 1972 account for much 
of the decline. Long-term Bermuda residents in the labor force 
are believed to have been relatively constant in number during 
these years, with some 25,000 residents employed full time and 
3, 000 others employed part time. 

The question of the existence of unemployment is a sensitive 
issue in Bermuda. Government and establishment spokesmen 
normally assert that there is no involuntary unemployment here 
(meaning that there are more registered jobs available than 
Bermudians to fill them) or even that there is "overemployment"' 
(a term, intended as the opposite condition to underemployment, 
referring to the customary practice of many Bermudians 
simultaneously holding more than one ostensibly full time job). 
Opposition politicians and labor leaders claim that unemployment 
does exist. Neutral observers concede that there are unemployed 
Bermudians, chiefly those changing jobs or persons who consider 
themselves in the labor market but are in fact unemployable. 
Persons in these categories are believed to constitute 1 to 2 percent 
of the labor force -- a percentage consistent with '‘full employment" 
as normally defined in the U.S. 


Percentage of tourists from the U.S. : 
1972 1973 1974 


Total 88.0% 88.5% 89. 4Y, 
"Regular Visitors" 88.7% 86.9% 87.2% 
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1974 rate is projection of current trends and advanced bookings 
for the rest of the year. 


Government of Bermuda fiscal years (April 1 - March 31 of the 
following year). 1972 figure represents actual expenditures 

for that fiscal year. 1973 figure is budget approved by Parliament. 
1974 figure is budget request submitted to Parliament. 


Figures for Bermuda dollar demand deposits, a key component of 

the colony's money supply, are not normally published and are 
regarded as confidential by the Government of Bermuda. Bermudian 
currency in circulation totaled $12.5 million in December 1972, 
$12.1 million in December 1973 and $10.4 million in March 1974. 
American dollars circulate at par in Bermuda and are another key 
element in the local money mix. The ready availability of American 
currency may account for the decreased circulation of Bermudian 
dollars; the Bermuda Monetary Authority estimates that some $3 to 

4 million worth of American currency is in circulation here. 


Figures are for April 1 of each year. 
Figures are for July of each year. 


Balance of payments statistics are not normally published in Bermuda. 
In his budget statement to Parliament for fiscal year 1974, the 
colony's Finance Minister predicted that due to rising fuel prices 
"Bermuda faces a balance of payments problem for the first time in 
many years" while noting "indications for a successful year in tourism 
are favorable enough to make it reasonable to hope that increased 
receipts will in fact offset increased payments”. 


Foreign exchange reserves of the Bermuda Monetary Authority, 
the colony's embryo central bank. Other government agencies 
hold some additional foreign exchange. 


SUMMARY 


Bermuda continues to boast a healthy economy in a stable social 

and political environment. Tourism continues to make the single 
largest contribution to the island's economy, with American 
visitors (413,500 in 1973) predominant. Both total visitors and 
hotel occupancy rates, which govern the profitability of this 
bellwether industry, are up significantly in 1974. The construction 
boom of the late 1960's and early 1970's has subsided somewhat 

but without noticeable impact on the overall employment picture. 
Continued economic growth should insure a steady absolute increase 
in imports, with the United States the preferred supplier for many 
foodstuffs, consumer goods and light capital equipment. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


In the absence of an income tax or other significant business 

taxes, Bermuda's government has neither the means nor the need 
to gather many statistics to quantify the colony's economic life. 
The coming of responsible self-government in 1968 and the economic 
boom of the late 1960's and early 1970's has spurred efforts toward 
more systematic and comprehensive compilation of key economic 
data. The Government Statistician conducted Bermuda's first 
economic census in 1971 and local business groups commissioned 
an American consulting firm to compute Bermuda's Gross National 
Product for 1971 and 1972. There was no attempt to compute 1973 
GNP. The 1971 study estimated annual real growth of Bermuda's 
GNP at 5.5 percent. As 1972 GNP was calculated as 11 percent 
greater than in 1971, a significant portion of the measured increase 
was probably due to inflation. 


Tourism is the bellwether of the Bermudian economy; direct tourist 
expenditures account for between 60 and 70 percent of Bermuda's 
economic activity. The number of tourists has increased annually 
in recent years. Hotel occupancy rates, disappointing in recent 
years as major additions were made to hotel capacity, seem likely 
to improve in 1974; industry officials are cautiously predicting an 
increase of some 15 percent in this key indicator of tourist industry 
profitability. The government has declared a moratorium on 
further hotel construction until 1975. 


The moratorium coincided with a decline in overall construction activity. 
Bermuda experienced an unprecidented boom in construction of new 
offices, retail establishments and private homes during the late 
1960's and 1970's which now seems to have run its course. The 
hotel moratorium itself is not considered directly responsible for 
the construction slowdown; a key planning official attributes the 
downturn to a local shortage of mortgage funds. A government 
housing corporation has been established to stimulate construction 
of moderate-income housing on the island and serve as a stable 
source of mortgage finance. The corporation's activities could give 
new impetus to the flagging construction industry. The fall-off in 
construction activity had no impact on the overall employment of 
Bermudian workers, clear evidence of the basic health of the island's 
economy. 


International business makes a contribution to Bermuda's economy 
second only to tourism. The number of "exempted" companies 
(incorporated in Bermuda but doing business elsewhere) continues to 
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grow; over one-third of the estimated 2, 300 "exempted" companies 
are U.S.-owned. A 1971 survey estimated that international | 
business accounted for 13 percent of Bermuda's GNP and directly 
employed six percent of the fulltime labor force. In addition, 
international companies contribute to Bermuda's overall welfare 

in the form of capital investment, balance of payments ‘benefits 

and upgrading the skills of the local work-force. The Bermudian 
parliament recently passed a Merchant Shipping Act which, if 

the problems presented by conflicting British regulations can be 
successfully adjusted, may attract international shipping companies 
to use Bermudian registry as a flag of convenience. Many foreign 
shipping firms presently maintain Bermudian exempted company 
affiliates. As much of Bermuda's international business is attracted 
by the colony's tax-free status and relaxed regulatory climate, the 
future growth of this "industry" is uncertain and highly dependent on 
the forbearance of home-country legislators. 


Government expenditures, particularly for increased social services, 
have risen steadily since the coming of responsible self-government 
in 1968. The rapid rise of government expenditures has reached 

a point where they threaten to outstrip traditional sources of 

revenue. The government has rejected, for the time being, the 
major non-traditional alternatives as either having unfavorable welfare 
implications or entailing cumbersome administrative procedures. 

The government will probably attempt to hold the line on expenditures 
in its next budget, postponing most capital projects and further 
expansion of social services in an attempt to postpone as long as 
possible the unpalatable choice of a major new source of revenue. 
Fiscal policy, at least in the near future, will therefore probably 

not be stimulative and tourism and international business will continue 
as the key determinants of Bermuda's economic future. 


Bermuda's current economic problems are those of most of the 
developed world -- inflation, tight money and rising fuel costs. Prices 
of items sold in Bermuda reflect the general inflationary spiral of the 
colony's major suppliers -- the United States, Great Britain and 
Canada -- plus shipping costs and local merchant markups. The local 
cost of living index jumped 16.1 percent between June 1973 and June 
1974. The tight labor market and traditional difficulties in raising 
productivity in a service economy have also contributed to Bermuda's 
cost-push inflation. Bermuda has been hard hit by rising oil fuel 
costs, which threaten to undermine the island's traditional balance of 
payments surplus. Prevailing high interest rates elsewhere may have 
had a major impact on the recent fortunes of the local construction 
industry. 








Bermuda's economy retains its glow of health, but the boom 
conditions of the late 1960's and early 1970's have eased and 
the island has not entirely escaped the effects of external 
economic pressures. 


IMPLICATIONS FOR THE UNITED STATES 


American products accounted for 45.01 percent of Bermuda's 
exports in 1973. This percentage has remained remarkably 
constant in recent years; in 1970 44.9 percent of Bermuda's 

exports were from the U.S. American exporters have maintained 
their remarkably stable market share during a period in which 
Bermuda cut its currency links with sterling, tied the Bermudian 
dollar to the gold equivalency of the U.S. dollar, dropped Common- 
wealth tariff preferences and enjoyed steady economic growth and 
even boom conditions. During this same period, the joint market 
share of Bermuda's three major suppliers (the U.S., U.K., and 
Canada, in that order ) fell from 78.4 percent in 1970 to 74.9 percent 
in 1973. Based on this track record, it is probable that the U.S. 
will continue to enjoy its present market dominance during the 
period of continued economic growth foreseen in the near future. 

In fact, American exporters would probably not be severely affected 
even by an (unforeseen) sharp downturn in Bermuda's economy. It 
has been estimated that a ten percent drop in hotel receipts (a worst- 
case estimate) would cause only a two percent drop in wholesale sales 
in Bermuda. In general, it can be said that Bermuda's propensity 

t import from the U.S. whatever we are prepared to export at a 
competitive price remains as high as ever and our share of the market 
bids fair to hold up well in any foreseeable circumstance. 


The breadth of the Bermuda market for U.S. products is another 
outstanding characteristic. As shown in exhibit 2, American products 
enjoy a healthy market share in nearly every Bermudian import category. 
The only major exceptions are land transportation equipment, where 
American products account for 4 percent of total 1973 imports worth 
$6.0 million and petroleum and petroleum products, 1.7 percent of 

$7.0 million. In both cases, the disappointing U.S. market shares 

can be explained by failure on our part to supply Bermuda's needs 
(U.S.-produced automobiles do not fit Bermudian size and horsepower 
restrictions’ rather than by deliberate barriers to American exports. 


It should be remembered that overall stability of our share 

of the Bermudian market masks considerable changes in individual 
items and sometimes extreme changes in the share held by any 
One manufacturer. It remains true that American suppliers need 
to cultivate their Bermudian customers carefully to keep them and 
that with adequate effort a U.S. firm with something new to offer 


can find a market here within the overall stability of our export 
share. 


There has been no attempt to measure total U.S. investment in 
Bermuda but it is unquestionably substantial. Restrictions on 
foreign investment in local businesses have channeled much of it 
into tourist complexes and property. American ownership shares 
in Bermuda's hotels are valued at well over $100 million and the 
Bermuda Monetary Authority estimates that 75 percent of the annual 
investment inflow (which totaled $23.5 million in 1973) comes from 
the U.S. Bermuda's present business and political leaders continue 
to welcome foreign investment. 


Bermuda continues to offer an affluent and developed market forced 
by geography and lack of industrial resources to import virtually 
everything consumed here. American exporters have responded by 
carving out a substantial portion of the market and the current out~ 
look indicates that continuing efforts to cultivate Bermuda customers 
will prove equally rewarding in the future. 
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